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choice disclosure notice reflects pre-
vailing market conditions, a mort-
gagee must revise its informed con-
sumer choice disclosure notice at least 
once annually. 

(e) Applicability. This section applies 
to any application for mortgage insur-
ance authorized under section 203(b) of 
the National Housing Act (12 U.S.C. 
1709) that the mortgagee receives on or 
after September 2, 1999. 

(f) Definitions. As used in this section: 
Application means the submission of 

financial information in anticipation 
of a credit decision. 

Conventional mortgage means conven-
tional mortgage as used in section 
305(a)(2) of the Federal Home Loan 
Mortgage Corporation Act (12 U.S.C. 
1454(a)(2)) or section 302(b)(2) of the 
Federal National Mortgage Association 
Charter Act (12 U.S.C. 1717(b)(2)), as ap-
plicable. 

Mortgagee means mortgagee as de-
fined in § 202.2 of this chapter. 

Prospective FHA mortgagor means a 
person who submits an application to a 
mortgagee to obtain mortgage insur-
ance authorized under section 203(b) of 
the National Housing Act (12 U.S.C. 
1709). 

[64 FR 29765, June 2, 1999, as amended at 64 
FR 34984, June 30, 1999] 

§ 203.12 Mortgage insurance on pro-
posed or new construction. 

(a) Applicability. This section applies 
to an application for insurance of a 
mortgage on a one-to four-family 
dwelling, unless the mortgage will be 
secured by a dwelling that: 

(1) Was completed more than one 
year before the date of the application 
for insurance or, under the Direct En-
dorsement Program, was completed 
more than one year before the date of 
the appraisal; or 

(2) Is being sold to a second or subse-
quent purchaser. 

(b) Procedures. (1) Applications for in-
surance to which this section applies 
will be processed in accordance with 
procedures prescribed by the Secretary. 
These procedures may only provide for 
endorsement for insurance of a mort-
gage covering a dwelling that is: 

(i) Approved under the Direct En-
dorsement Program or the Lender In-
surance Program; or 

(ii) Located in a subdivision approved 
by the Rural Housing Service. 

(2) The mortgagee must submit a 
signed Builder’s Certification of Plans, 
Specifications and Site (Builder’s Cer-
tification). The Builder’s Certification 
must be in a form prescribed by the 
Secretary and must cover: 

(i) Flood hazards; 
(ii) Noise; 
(iii) Explosive and flammable mate-

rials storage hazards; 
(iv) Runway clear zones/clear zones; 
(v) Toxic waste hazards; 
(vi) Other foreseeable hazards or ad-

verse conditions (i.e., rock formations, 
unstable soils or slopes, high ground 
water levels, inadequate surface drain-
age, springs, etc.) that may affect the 
health and safety of the occupants or 
the structural soundness of the im-
provements. The Builder’s Certifi-
cation must be provided to the ap-
praiser for reference before the per-
formance of an appraisal on the prop-
erty. 

(3) If a builder (or developer) intends 
to sell five or more properties in a sub-
division, an Affirmative Fair Housing 
Marketing Plan (AFHMP) that meets 
the requirements of 24 CFR part 200, 
subpart M must be submitted and ap-
proved by HUD no later than the date 
of the first application for mortgage 
insurance in that subdivision. There-
after, applications for insurance on 
other properties sold by the same 
builder (or developer) in the same sub-
division may make reference to the ex-
isting previously approved AFHMP. 

[64 FR 56110, Oct. 15, 1999] 

§ 203.14 Builders’ warranty. 
Applications relating to proposed 

construction must be accompanied by 
an agreement in form satisfactory to 
the Secretary, executed by the seller or 
builder or such other person as the Sec-
retary may require, and agreeing that 
in the event of any sale or conveyance 
of the dwelling, within a period of one 
year beginning with the date of initial 
occupancy, the seller, builder, or such 
other person will at the time of such 
sale or conveyance deliver to the pur-
chaser or owner of such property a war-
ranty in form satisfactory to the Sec-
retary warranting that the dwelling is 
constructed in substantial conformity 
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with the plans and specifications (in-
cluding amendments thereof or 
changes and variations therein which 
have been approved in writing by the 
Secretary) on which the Secretary has 
based on the valuation of the dwelling. 
Such agreement must provide that 
upon the sale or conveyance of the 
dwelling and delivery of the warranty, 
the seller, builder or such other person 
will promptly furnish the Secretary 
with a conformed copy of the warranty 
establishing by the purchaser’s receipt 
thereon that the original warranty has 
been delivered to the purchaser in ac-
cordance with this section. 

[57 FR 58346, Dec. 9, 1992] 

§ 203.15 Certification of appraisal 
amount. 

An application with respect to insur-
ance of mortgages must be accom-
panied by an agreement satisfactory to 
the Commissioner, executed by the 
seller, builder or such other person as 
may be required by the Commissioner, 
whereby the person agrees that before 
any sale of the dwelling, the person 
will deliver to the purchaser of the 
property a written statement, in a 
form satisfactory to the Commissioner, 
setting forth the amount of the ap-
praised value of the property as deter-
mined by the Commissioner. 

[58 FR 41001, July 30, 1993] 

§ 203.16 Certificate and contract re-
garding use of dwelling for tran-
sient or hotel purposes. 

Every application filed with respect 
to insurance of mortgages on a two-, 
three-, or four-family dwelling, or a 
single-family dwelling which is one of a 
group of 5 or more single-family dwell-
ings held by the same mortgagor, must 
be accompanied by a contract in form 
satisfactory to the Commissioner, 
signed by the proposed mortgagor 
covenanting and agreeing that so long 
as the proposed mortgage is insured by 
the Commissioner the mortgagor will 
not rent the housing or any part there-
of covered by the mortgage for tran-
sient or hotel purposes, together with 
the mortgagor’s certification under 
oath that the housing or any part 
thereof covered by the proposed mort-
gage will not be rented for transient or 

hotel purposes. For the purpose of this 
subchapter rental for transient or hotel 
purposes shall mean (a) rental for any 
period less than 30 days or (b) any rent-
al if the occupants of the housing ac-
commodations are provided customary 
hotel services such as room service for 
food and beverages, maid service, fur-
nishing and laundering of linen, and 
bellboy service. 

§ 203.16a Mortgagor and mortgagee re-
quirement for maintaining flood in-
surance coverage. 

(a) If the mortgage is to cover prop-
erty improvements (dwelling and re-
lated structures/equipment essential to 
the value of the property and subject 
to flood damage) that: 

(1) Are located in an area designated 
by the Federal Emergency Manage-
ment Agency (FEMA) as a floodplain 
area having special flood hazards, or 

(2) Are otherwise determined by the 
Commissioner to be subject to a flood 
hazard, and if flood insurance under 
the National Flood Insurance Program 
(NFIP) is available with respect to 
these property improvements, the 
mortgagor and mortgagee shall be obli-
gated, by a special condition to be in-
cluded in the mortgage commitment, 
to obtain and to maintain NFIP flood 
insurance coverage on the property im-
provements during such time as the 
mortgage is insured. 

(b) No mortgage may be insured that 
covers property improvements located 
in an area that has been identified by 
FEMA as an area having special flood 
hazards, unless the community in 
which the area is situated is partici-
pating in the National Flood Insurance 
Program and such insurance is ob-
tained by the mortgagor. Such require-
ment for flood insurance shall be effec-
tive one year after the date of notifica-
tion by FEMA to the chief executive 
officer of a flood prone community 
that such community has been identi-
fied as having special flood hazards. 

(c) The flood insurance must be 
maintained during such time as the 
mortgage is insured in an amount at 
least equal to either the outstanding 
balance of the mortgage, less esti-
mated land costs, or the maximum 
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